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losed is a copy of a letter repory we prepared at the

3 e. We are providing you with a copy because of your

expressed interest in productivity issues. 1In the report, we

provided the[ framework for leglslatlon to establlsh a national
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As you are no doubt aware, 1979 saw U.S. productivity

decline 0.9 percent. This is the second time since the World

War II that we have had an annual decline in productivity.

The Council of Economic Advisers has projected that produc-

tivity will continue to decline in 1980. This trend cannot

be tolerated.

As we state in our report, we believe a strong focal
point for productivity improvement is needed in the Federal
Government to stimulate productivity growth in the private
sector. We do not need a large organization with program
responsibility, but rather one that will

~=identify Federal Government targets of opportunity to

improve private sector productivity,

~=work to have adequate funds allocated to match these
targets of opportunity,

~~cnslre the coordination of all Federal efforts to
improve productivity, and

~~represent the perspective of productivity improvement
at the top policymaking level.
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The direct Federal efforts to improve productivity
should remain within existing agencies. The productivity
focal point should, however, provide the needed leadership
and direction to Federal departments and agencies.

We believe our proposal would provide the United States
with a needed national mechanism to improve private sector
productivity.

It is our understanding that Senator Bentsen plans to
develop our framework into legislation and introduce it

shortly.

Sincerely yours,

Y. ool B T s

LIS o

Comptroller General
of the United States

Enclosure
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20548
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November 13, 1979

The Honorable Lloyd Bentsen
Chairman, Joint Economic Committee
Congress of the United States

Dear Mr. Chairman:

This is in response to your letter of April 4, 1879,
in which you requested that we develop draft legislation
to create a national focal point to stimulate productivity
growth in the public and private sectors. The framework
for proposed legislation enclosed with this letter repre-
sents how we believe a national productivity council should
be structured and organized.

We are very pleased to work with you and the Joint Eco-~
nomic Committee in the area of national productivity improve-
ment. We at the General Accounting Office (GAO) share your
concern about our Nation's declining productivity and our
Government's inadequate response to this serious problem.

In recent months we have noted widespread awareness of
our productivity problem. This awareness did not always ex-
ist. It was not long ago that our greatest challenge was
convincing the executive branch and the Congress that the
decline in productivity improvement is a significant eco-
nomic problem. Now we £ind productivity highlighted in the
reports of the Joint Economic Committee, which you chair,
the annual report of the Council of Economic Advisers, and
in numerocus magazine and newspaper articles. Top adminis-
tration officials, including the President, and numerous
members of Congress have spoken out on the problem. There
is no doubt we have reached a new plateau. BHowever, we
still have further to go. We must move from rhetoric to
action in improving national productivity.

We believe a strong focal peoint for productivity improve-
ment is needed in the Federal Government to make this trans-
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-~-identify Federal Government targets of opportunity to
improve private sector productivity,

~=work to have adequate funds allocated to match these
targets of opportunity,

——gnsure the coordination of all Federal efforts to im=-
prove productivity, and

--represent the perspective of proddétivity improvement
at the top policymaking level.

The direct Federal efforts to improve national produc-—-
tivity should remain within existing agencies. The produc-
tivity focal point should, however, provide the needed lead-
ership and direction to Federal departments and agencies.

Need For An Effective

Productivity Effort

The current National Productivity Council was established
on October 23, 1978 by Executive Order 1208%. It is chaired
by the Director of the Office of Management and Budget. The
Council has met three times since its establishment and is con-
sidering what actions should be taken by the€ Government in the
areas of labor-management committees, productivity statistics,
and State and local government productivity. While this rep-
resents a positive step, the Council has only two staff members
and has not shown itself to be a policymaking group.

Productivity is a vitally important national issue that
requires a Federal commitment stronger than the current Coun-
cil can provide.

>~

The key leverage point for the Federal Government to im=~
prove private sector productivity is through policy initia-
tives in such areas as tax and regulatory policy. While there
are numerous factors to consider in deciding these policies,
there must be a strong advocate in the decision making pro-
cess to represent concerns for productiviity, This do=s not
now exist.

There is also a need for a top level group that can pro-
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Legislation for a Private Sector
Productivity Council

The basic framework of our proposal calls for the
establishment of a National Productivity Council to help
improve private sector productivity. The Council would
consist of the 10 department and agency heads in organiza-
tions relating to national productivity and such additional
members as the President may designate. We do not believe -
the public and private sector efforts should be in the same
organization. This is the same conclusion we made in our
1978 review of the National Center for Productivity and
Quality of Working Life. In our report, "The Federal Role
In Improving Productivity--Is The National Center For Pro-
ductivity And Quality Of Working Life The Proper Mechanism?"
(FGMSD-78-26, May 23, 1978), we stated that

"Since the needs and incentive structures of public and
private sector organizations are so different, public
productivity efforts should be separate from those of

the private sector. In our opinion, public sector pro-
ductivity can best be handled by existing agencies, with
the State and local productivity improvement effort admin-
istered through the Federal grants program and the inter-
nal Federal Government effort lodged in an agency that

has central management responsibilities.”

As we recommended, the Office of Personnel Management
(OPM) has created a division for the specific purpose of im—
proving Federal Government productivity. OPM has also been
authorized to represent the Federal Government in attempts
to improve State and local government productivity. There-
fore, we feel the necessary organizational structures have
been established for State and local government productiv-
ity improvement. A need remains, however, for an effective
mechanism to help improve private sector productivity.

We consider our proposed Council to be a needed and
logical extension of the current Productivity Council's
authority and responsibility.

We believe a National Productivity Act, along the lines
of our prooposed framework, will be 2 cianificant Irzrovarment
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A National Productivitv Plzn, backed up bv
is needed to harness and dirsct thase acta
help improve national productivity.

body rather than an organization established by exec-
utive order. The present Council is simply a commit-
tee of Federal officials with no statutory authority

or funding. The recommended Council would be estab-

lished permanently by statute and would be authorized
sufficient resources to ensure its viability.

—~The proposed Council would provide a high-level, full-

time Chairperson who should provide a meaningful focus
on national productivity.

—-The Council and the Departments of Commerce and Labor

and the Federal Mediation and Conciliation Service would

be assigned specific functions and responsibilities for
improving productivity.

~=The Council would be regquired to develop a national pro-

ductivity plan to outline what the Federal Government
is doing and should be doing to improve productivity.

--The Productivity Council would be provideé adeguate staff

and a full-time Chairperson to help it meet its legislative
mandate.

—--2A National Productivity Advisory Boaxd would be devel-

oped, composed of not more than 10 members representing
business, labor, and academia to advise the Council on

appropriate actiorns for the Federal Government to take

to improve productivity. If properly used, this Board

could contribute to improved cooperation between the

public and private sectors in attempts to improve pro-
ductivity.

We consider the development of a National Productivity
Plan to be the most-important aspect of our proposed framework.
While there are numerous Federal efforts to improve producti-
vity, they fall far short of an effective national producti-
vity improvement effort. They are, for the nost part, relat-
ively small programs that are not part of a broader strategv.

a strong Council,
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Management and Budget (OMB). The Director of OMB is close to
the budget and at the heart of executive decision making. The
Director would also be a high-level and well respected indivi-
dual. to chair the Council. The OMB Director, however, has many
other important responsibilities that would surely take prece-
dence over his Council responsibilities. Furthermore, private
sector officials in both labor and management are not used to
working with the OMB Director.

A second alternative is to have the chairperson of the Pro=-
ductivity Council rotate between the Secretaries of Commerce
and Labor every two years. Both Secretaries are top~level offi-
cials and are responsible for productivity related programs.
In addition, both Secretaries have extensive experience work-
ing with the private sector.

The drawbacks to this alternative are the lack of long-
term leadership by a single chairperson and the many demands
the Secretaries have on their time leaving them unable to make
chairing the Council a full-time commitment.

A third alternative is to have an appointed, full-time
chairperson. The head of the Council would be involved in di-
recting its daily operations and would also represent the Coun-
cil in high level policy forums. The chairperson would be an
important spokesperson and advocate for productivity improve-
ment within the Federal Government. The danger exists, how-
ever, that because the chairperson is not associated with an
ongoing agency, the Council could, if not properly supported,
be left out of the mainstream of policy.

We have recommgnded the third alternative, an appointed,
full-time chairperson who would also be responsible for the day-
to~day operations of the Council.

We want to emphasize here, as we did in our 1978 report on
the National Center for Productivity, the success of a national
productivity effort is not devenden® on orcanizational structure
but on the supzort the eiicrt reczives Irom the Congress and the
President. By "stpport" we mean
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-—-an appropriate budget to enable it to fulfill its
mission.

Regardless of which organizational structure is adopted,
we believe the Chairperson of the Productivity Council should
be appointed by the President and confirmed by the Senate. We
believe this is necessary to ensure the ap001ntee is responsive
to the Congress.

The proposed Council will require a small but highly
capable staff to fulfill the requirements of the act. The
professional staff of the Council should be the most capable
that can be brought together. While we support the objective
of avoiding an unnecessarily large staff, we believe that
in its initial years the Council will be successful only
to the extent that it has a staff of exceptional competence,
diversity, and leadership. We would not place any precise
limit on staff size, but we consider the level currently
working on the productivity effort to be highly inadequate.

We have recommended that the Secretaries of Commerce and
Labor serve as Vice-Chairpersons of the Council and, with the
Chairperson, comprise an Executive Committee of the Council.
This will provide the Chairperson the flexibility to meet with
official representatives of the Council as the need arises
without having to bring together the entire <Counhcil. The Ex-~
ecutive Committee would convene at the call of the Chairperson.

Proposed Framework And Previous
GAQO Recommendations

o Aot Rbas e

This proposal is in line with the recommendations we made
in our 1978 report on the National Center for Productivity and
Quality of Working Life. We stated that

"A separate organization with proper support from the Ad-
ministration and adeguate funding would be the most desir-
eable type of organization to deal with problems of private
sector productivity."”

When that report was issued proper support and adegquate
funding for a serarate crganicaticn, such as & rnational center,
seemed unlikely. Since then, with the incresased awareness oI
of the importance of productivity to our economy, the envircn-

ment seems to have chanqnd and the nee=ded suovort and funding
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result in a more effective mechanism for improving national
productivity with an approach that would be acceptable to
the Congress and the President.

T

Funding Level For The National i - g
Productivity Council L

We have recommended first-year funding of the Productiv-
ity Council at $3 million. While this is of necessity an esti-
mate, we believe it is reasonable for the level of responsi-
bility assigned to the Council.

GAO Review

The proposal does not specifically call for GAO review
of the Productivity Council's activities. This would not be
necessary since GAO, by law, would automatically have the au-
thority to review the Council and would make such a review at
the request of Congress or when we believe a review is needed.

Conclusions

This proposal, if crafted into legislation, enacted and
properly supported, would provide the United States with an
effective national mechanism to improve prizate sector pro-
ductivity. Almost every other industrial nation has an
extensive national program to promote productivity. They
have long recognized the critical role of productivity in
meeting their national objectives. While our proposed Council
is not as far reaching as most other national productivity
organizations, we believe it is best suited to our economy and
philosophy of Government.

It must be stressed that the Productivity Council, if it
is to be effective, must be supported at the highest levels
of the Federal Government, have adequate funding, and a staff
of exceptional competence. To enact legislation without the
support of the President will all but guarantee failure.

This was the most important lesson learned from the experience
of the former National Center for Productivity and Quality of
Working Life.

As you reguested, we did not obtain comments on the
proposal from the executive branch. An earlier draft was
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As agreed with your office, unless you publicly announce
the contents of this letter earlier, we will not distribute
it until 30 days from its date. Then we will issue it to in-
terested parties and give copies to others on ﬁ;%feSt.

eE}Zy your / [Z;’Z“-

Comptroller General
of the United States

Enclosure
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ENCLOSURE ENCLOSURE

BASIC FRAMEWORK OF THE PROPOSED LEGISLATION

1. tatement of Purpose and Findings

The purpose of the legislation would be to improve the
productivity growth rate of the U.S. economy by (1) improv-
ing the effectiveness of the Federal policies, programs,

:
and activities related to private sector productivity
improvement and (2) eliminating unnecessary barriers and
obstacles to productivity improvement created by the Federal
Government. =T

The legislation would state that the Congress finds that
the rate of productivity growth in the United States has been
declining in recent years and is now less than that of all other
major industrial nations; that much is now being done by the
Federal Government’;hat.affects productivity, but these programs
and activities are not coordinated and are, in some cases, con-
tradictory; and that there is no comprehensive national productiv-
ity plan which adcresses private sector productivity problems in a

.
cohesive manner, and therefore, no clear delineation of how the
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On this basis the legislation would provide for:

(A) The development of a national productivity plan that
will identify Federal policies required to enhance productivity
growth, outline specific roles of the Government, and
demonstrate how current Federal programs and policies can
be harnessed and directed to improve private sector produc-
tivity.

(B) Delineation of functions of a National Productivity
Council.

(C) Delineation of functions of a National Productivity
Advisory Board.

(D) Delineation of functions of the Departments of
Commerce and Labor, and the Federal Mediation and Conciliation
Service, as they relate to improving national productivity

at all levels.

2. Creation of the National Productivity Council

The legislaticen would provide for the creation of the
National Productivity Council (the "Council") as an indepen-

dent establishment of the executive branch ¢f the Government.

3. Membership

The Council would be composed of the following members and

such additional members as the President mav

[o 1)

esignate:
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{B) The Secretary of Labor
(C) The Director of the Office of Management and Budget
.(D) The Secretary of the Treasury
(E) The Chairman of the Council of Economic Advisers
(F) The Chairman of the Council on Wage and Price
Stability
(G) The Special Representative for Trade Negotiations
(H) The Director of the Office of Science and Technology
Policy
(I) The Director of the Federal Mediation and Conciliation
Service
(J) The Administrator of the Small Business Adninistration

4. Duties of the Council

Subject to the direction of the President, and in add-
ition to performing such other functions related to the
legislation as he may direct, the éouncil would:

(A) Develop, “with éonsideration to recommendations of a
Productivity Advisory Board, national and regional productivity
centers, and others, a ccmprehensive national productivity plan
which (1) identifies and describes the relationship and effect

of existing Federal policies, programs, and activities on private
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created by the Federal Government, and (4) provides
alternative policies, programs, activities, and lines of
reséonsibility to improve private sector productivity. In
addition, the plan should contain:
(1) An analysis of the Federal budget to document
where Federal funds in support of private sector productivity
improvement are being spent.

”(2) An assessment of Federal efforts during the past
year to improve productivity which should include an identi-
fication of gaps, duplicated efforts, successes, and failures.

(3) A priority listing of short- and long-term object-
ives, and specific projects and prograsds for the next year

to attain these objectives. '

(B) Serve as a catalyst and facilitator in bringing to-
gether representatives of business, labor, academia, and Govern-
ment to identify Federal targets of opportunity for private
sector productivitf‘impr&vement, and to gain private sector
support and participation in creating and implementing the
national productivity plan.

(C) Conduct broad issue studies to refine and update the

L]

national productivity plan.



(E) Provide continuing guidance to the departments and
agencies on the implementation of the national productivity
plan.

(F) Recommend to the President, the Congress, and
appropriate departments and agencies legislation, regulations,
policies, and specific actions to improve private sector produc-
tivity.

(G) Act as the primary Federal Government focal point for
national productivity. As such the Council should:

{1) Receive and disseminate information relating

to the Federal Government's involvement in improving

private sector productivity. - -

(2) Act as the primary contact point between the

Federal Government and national, regional, and local

productivity centers by promoting their activities and

providing a communication link between these productivity
centers and Fdderal agencies, including appropriate
consideration of their recommended policy initiatives.

(3) Provide assistance to national, regional, and
local productivity centers in ways to apply Federal
policies, regulations, programs, and actions to
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(5) Maintain a continuing status of the policies,
actions, and programs of the Federal Government which
affect private sector productivity.
.(H) Report to the President and the Congress annually on
accomplishments and revisions to the national productivity plan.
(I) Delineate functions of other departments and agencies o

for improving private sector productivity as appropriate.

5. Powers

S

In carrying éut its specified duties the Council would be
i authorized
(A) to enter into contracts or other funding arrangements,
i including the grant of funds to private organizations and other
public»agencies, in order to carry out the Provisions of the
legislation.
(B) to organize and conduct, directly by contract or

other funding arangements with other public agencies or private

§ organizations, conferences, meetings, seminars, workshops, or

% other forums for tge purpose of (1) presenting and disseminating
relevant information, and (2) continuously gaining firsthand
views and perspectives of knowledgeable sources external to the
Council and the rederal Governnent.

6. Creation of the MNationzl Prcductivity
Council Advisory Board
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more than 10 members representing business, labor, and
academia to advise the Council on appropriate actions for
the Federal Government to take to improve national produc-
tivity. These members would be appointed by the Chairperson
of the Council under terms and conditions prescribed by the
Council.

7. Chairperson, Executive Committee,
and Staff of the Council

The legislation would provide that:

(A) The President shall appoiht, by and with advice and
consent d% the Senate, a full-time Chairperson ¢f the Council
who shall be compensated at a rate not to exceed that provided
for Executive Level III under section 5314 of title 5 of the
United States Code. o

(B) The Chairperson shall have authoriéy to employ and
fix the compensation of a staff as may be necessary to carry
out the provisions of the legislation in accordance with the
provisions of title 5,'United States Code, governing the
appcintments in the, competitive service, and the provisions of
chapter 51 and'subchapter III of chapter 53 of such title
relating to classification and General Schedule pay rates.

(C} The Chairperson meyv procure temporary and inter-
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(D) Upon request of the Chairperson, the head of any
Fede;al agency is authorized to detail any of its personnel
to the Council on a reimbursable basis to assist it in carrying
out its duties.

(E) The Chairperson shall be responsible for carrying
out the specified duties of the Council.

(F) The Secretary of Commerce and the Secretary of Labor
shall serve as Vice Chairpersons of the Council and, with the

Chairperson, shall serve as Executive Committee of the Council.

8. Productivity Improvement Functions of the
Departments of Commerce and Labor and the
Federal Mediation and Conciliation Service

The legislation would provide that:

(1) The Departments of Commerce and Labor, and the Federal
Mediation and Conciliation Service shall provide operational
support for the Council and shall work closely with the Council.
Productivity improvsment.efforts within these departments and servi
should be orgahizeé accordingly, and shall be separately staffed
and funded in support of their individual efforts. Each shall

establish an Ofiice of Productivity to serve as a focal point

1
¥
s
Al
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activities,
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(a) Study productivity problems of particular industries.

{B) Conduct workshops and other activities for business
and industry to increase awareness of the importance of produc-
tivity growth.

(C) Develop indepth studies relating to joint Government—
private sector productivity improvement activites, such as
joint efforts to increase technological innovation.

(D) Operate a productivity clearinghouse to provide
information to all sectors of the economy on various aspects
of productivity.

(E) Submit to the Council, based on its work, recommen-
dations for revising the national productivity plan.

(3) The Department of Labor shall carry out, with guidance
from the National Productivity Council, the following functions:

(A) Conduct annual needs assessments of productivity and
guality of working life issues, including programs needed for
training and retra{ging workers displaced by technological chang
impact penetration, or significant demographic changes.

(B} Identify new and improved msasures of

..
E ™.
roductivitey
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to improve productivity analysis.
2 e VWl ST a0 T S (- PR

(C) Condu=t yorkehrne nnd grhar seediciciae Smwm 1ot

R R R R o T L e N
- w_— - O L N T -

2,

[53)



12um 6 LN b0t

b e S s K SN - s m sty

(D) Develop indepth studies relating to joint Government-
labor productivity improvement activities.

(E) Provide data to the productivity clearinghouse in
the Department of Commerce.

(F) Submit to the Council, based on its work, recommen-
dations for revising the national productivity plan.

(4) The Federal Mediation and Conciliation Service shall
carry out, with guidance from the Council, the following
functions:

(A) Aid and encourage the establishment of cooperative
labor/management committees at the community and business
enterprise levels. S

(B) Provide guidance for successful implementation of labocr/
management committees, supported by specific examples of success-
ful programs implemented in other firms or communities, and be
responsive to requeﬁts oi representatives of labor, management,
or community action groups seeking advise and counsel.

(C) 1Identify and recommend experts, such as national,
regional, and local productivity centers, or consultants,
who can assist in resolving specific community, labor, or

management problems.
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(E) Provide data to the Department of Labor which may be
incorporated in its annual needs assessments of productivity

and quality of working life issues.

(F) Submit to the Council, based on its work, recommen- S

dations for revising the national productivity plan.

9. Authorization

The legislation would authorize, for the purpose of carrying
out its provisions, an appropriation not to exceed $3.0 million
annually. Funds appropriated for any fiscal year would remain

available for obligation until expended.
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